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Augusi &, 1998

BY TELECOPY TO (203} 326-2f 24
Fhomas Hancock, Esq.
Premerger Notification Offlice
Burest of Competition, Room 303
Federal Tmde Commission
6th and Pennsylvania Avenue, N.W.
Waghington, D.C. 20580

Re:  Proposed Transagtion
Deat Mr. Hancack:

o Alteched is 8 description of a proposed ransaction and our undersianding of
the applicable rules that would govern.

The tssues are identical in apother transaction discyssed in my letter to you
dated fuly 17, 1998, but in this transaction we beligve no filing is required.

Please review the epclosed matetials gnd confirm to me if our ynderstanding
is correct. | greatly sppreciste your sxsistance in this ragter.

‘Sinverely,

Altachment
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E\ﬁ . TRANSACTION DESCRIFTION

E Carporation: X wea formed for the purpose of aequiring roofing contractors
A (SIC Code 1761). Corporation X is its awn ultimate parent catity and will not have active
ii basiness opezations until scquisitions are mede. Corporation X does not have annual net
E sale or total nssets in excess of $14) million.

J it is proposed that Cosporation X scquire twetve husinesses that are owned by
§ twelve differont ultimate parent catities. Some of the businceses are conducted in multiple
:' corporations.  The consideretion for each scquisition will consist of cash and stock in
: Corporation X.

All sequisitions will oocur simultancotsly, elong with en initial public offering
6f the stock of Corporation X, The initla] public offering is necessery 1o raise the procesds
to pay tne cash portion of the considetwtion apd is a condition Lo closing the seguisitions.
Each of the acquisitions is sulijiect to cartain lerms and conditions, end it is possibie that al}

 twelve businesses mgy not be acquired by Cerporation X.

One condition to closing of each of the acquisitions. is that the aggregate sales
of the businesses to be acquired be ar feast aqmyin amoant. If any two of the four largest
businesses (by sales) were pos acquired, fhat eoidition would not be met,

In scdition, without the acquisition of the three targest businesses (by sales),
Corporation X believes that it would be difficult, if not imposaibic, to complcte the initial
piblic offering nf&esﬁmkufﬂatpamﬁmﬂmdntﬂmsspemﬂed in the acquixition
ugrumtu. which initisl public offering is a condition to the closing of sach of the
acquisitions.

Without the lacgest buzinacses, the acquisitions will not create a large enough
business entity to accomplish the operational and financial objectives of Corporation X,
which would also adversely xffoct tho inftial public offering. As noted in the August §, 1998

-+ isgue of The Wall Street Jourzal, the market for initiaf public offerings has been adversety



affected by the recent declines and volstility in the stock market, and sdditional adverse
éffects could prevent the completion of the offering.

Baacd on the forogoing, it s likely that the trapasction will not close untleas the
three largest businassss are acquired.  However, beceuse of market conditions, there is no
asgirsnce Hiat the mansscrion will glose even i the throe larzest businesses are acopeired.

It is our understanding that the FTC trests the acquisitions not as 8 single
transaction, but rather as & saquence of transsctions with sach of the wltimatc parent.entitics.
It i also our understanding that the FTC will permit tie acquiring entity to determine the

R wequence of the acquisitions if (a) there ia & valid buslness purpose for the sequence other
- than the avoidance of filing nder the Act or (b) there is & filing undet the Act that provides
" rotification of the acquisitions,

PR P o AT

: Corporation X proposes to soquence the first thres scquisitions as follows:
; ’ -Buslness.ﬁ., having aggregate anmal net sales of spproximately $34.5 million; Business B,
- h_wing.a different ultimate parcnt entity and Baving mnmuaal nst safes of aparoximately
$31.3 million; and Business C, having a dMfferont witimate paceat extity snd having srinual
gt sales of appecedmately $28.8 miltiop. Nefther the ultimate parens entity of Busiticss &,
" the ultimate parent entity of Business B nor the uitimate parent entity of Business C has
- mnmist net salcs ot total assets of $100 milion oF mere.,
| Following the scquisitiont of Husiness A, Business B and Busincss C,
Cotporation X wil! have anpual set salcs of approximately $94.2 million, The other hine
. busiesses do not bave annual net sales o total assets of 25 million or mote.

| QUESTION
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OUR UNDERSTANDING

' Corporation X has a valid business purpose for meking the acquisitions of the
Targest businesses, In that the transaction will likely not satisfy certain closing conditions
{aggregate salcs and initial public offering) refarenced sbove without the largest businesses

-being soquired. Akernatively, if several of the smadler businesses were not acquired, the

trasaaction coutd silf likely close.
ht is our understanding that the acquixition of Business A, Business B and
Business C would be exempt because, at the time of the nespective acquisitions, there is no

SH00 milkion persom for purposes of Section 7A(R)2 of the Act, It iz ulso our understanding

that the acquisition of cach of the nine other busingnses would be exermpt imder the minimum
doltar valne exemption of 16 CF.R. § B02 20 in that none of those businessss has anmual net

salos or toint pssets of $25 mallion.
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